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Foreword

Foreword

This publication contains general information on the corporation income tax and the corporation franchi
tax. It also contains the current text of laws and regulations about the Louisiana corporation income tax
corporation franchise tax, as well as miscellaneous tax provisions that affect one or both of these corpora
taxes.

The statutes contained within this publication are current through the 1997 Regular Session of the Louisi
Legislature. Listed after each statute is the pertinent regulation or rule that has been promulgated by
Department in accordance with the Administrative Procedures Act. The codified section numbers used
the regulations are those appearing in Title 61, Part I, of the Louisiana Administrative Code.

If you have any questions or need additional information, please contact our Corporation Income a
Franchise Taxes Division at (504) 925-4611.

Q&

John Neely Kennedy
Secretary
Louisiana Department of Revenue

Corporation Income and Franchise Taxes ¢ Laws and Regulations i



]

General Information

(@0 g ToT 7= U1 T0] o 1N 1 aToT0] 0 L= TNN IF- 0GP 3
COrporation FrANCRISE TAX .......cciieuuiiiiiiiiit et e e e e e e e e s e e e et et e e e e e eeaeese s e s s s aata et eeeaeeeeeeaeeeaaaasnnnnseseeeeesesseasssstanneseeeaeeeesasanns 5
]

Corporation Income Tax Laws and Regulations

R.S. 47:287.2.

R.S. 47:287.11.
R.S. 47:287.12.
R.S. 47:287.34.
R.S. 47:287.61.
R.S. 47:287.63.
R.S. 47:287.65.
R.S. 47:287.67.
R.S. 47:287.69.
R.S. 47:287.71.
R.S. 47:287.73.
LAC 61:1.1115.
R.S. 47:287.75.
R.S. 47:287.77.
R.S. 47:287.79.
R.S. 47:287.81.
R.S. 47:287.83.
LAC 61:1.1122.
R.S. 47:287.85.
LAC 61:1.1123.
R.S. 47:287.86.
R.S. 47:287.91.
R.S. 47:287.92.
LAC 61:1.1128.
R.S. 47:287.93.
LAC 61.1.1130.
R.S. 47:287.94.
LAC 61:1.1132.
R.S. 47:287.95.
LAC 61:1.1134.

R.S. 47:287.441.
R.S. 47:287.442.

LAC 61:1.1137.

R.S. 47:287.443.
R.S. 47:287.444.
R.S. 47:287.445.
R.S. 47:287.480.
R.S. 47:287.501.

LAC 61:1.1140.

R.S. 47:287.521.
R.S. 47:287.526.
R.S. 47:287.527.
R.S. 47:287.528.
R.S. 47:287.601.

LAC 61:1.1147.

T o] 4 0 11 = P EPRTRR TP
TAX IMPOSEA ...ttt ettt e e e e e e e e e e s bb ettt e e e et e e ¢ s £ £ et et e e e e e e e
RAES OF TAX 1.ttt

Credits against the tax
Gross income defined
Allowable deductions defiNed..........oooi i —————— e
NEt INCOME EFINEA .......eeeiiiiiie ettt s—— et s
Louisiana net income defined
Louisiana taxable income defined .............ueeiiiiiiiiiiiiii e e
Modifications to federal gross income
Modifications to deductions from gross income allowed by federal law ...............cccccuvvnnnnes 1.........
Modifications to Deductions from Gross Income Allowed by Federal Law ................eeveeeeieieiieeiiennen. 11
Computation of net income
Computation of Louisiana Net iNnCOME OF [0SS ........ooiiiiiiiiiiiiie e
Computation of Louisiana taxable iINCOME ... e
Items not deductible; amounts attributable to income not taxed
Taxes NOt AEAUCHIDIE ........eee e e

TaxeS NOt DEAUCTIDIE ..o e me e e
Federal iINCOMEe tax AEUUCTION ......ccoiiiiiiiee ittt e
Federal INCOMe TaxX DEAUCTION ........vviiiiiiiiiiiii ettt e e e eer e e
Net operating 10SS deAUCTION ........uuiiiiiiiiiiiiiiee e e
Determination of Louisiana Net iNCOME OF [0SS ........cciiiiiiiiiiiiiiiiiii ettt eeneeee e
Segregation of items Of groSS INCOME ........cooiiiiiiiiiiii e
Segregation of Items of Gross Income .
Computation of net allocable income from LOU|S|ana SOUICES eeeieieieeiiieeeeeae e e e e e e e e e e e e e ammoeeee
Computation of Net Allocable Income from Louisiana SOUICES ...........ccooeeiiiiiiiiiiiiiiiiiiieees 24......
Computation of net apportionable income from Louisiana SOUICEeS ...........ccceeeeeiiiiiiiiiiiems 29.........
Computation of Net Apportionable Income from Louisiana SOUrces..........cccccceeeeeeiiiiiiiiiim 30.........
Determination of Louisiana apportionmMent PEIrCENT ...........uuuueiirriiiiiiiaaeaaaaee e eeee e 32
Determination of Louisiana Apportionment PEercent...........cooooviiiiiiiiiiiiiiiiiiieeeeeeee s oo 34
Accounting periods, methods of accounting, and adjustments ...............eueeeeeeiiiiiiiiiieiieeeeena 37.....
Exceptions to taxable year of inclusion; taxable year deductions taken ............................... 38......
Exemptions to Taxable Year of Inclusion; Taxable Year Deductions Taken .................eeveeeeee. B 3
Effective dates, taxable year, 52-53 week year .. TR 12
Returns for a period of less than twelve months, spemal tax computatlon ........................... 39........
Special adjustments for loNg-termM CONrACES ........ccccoiiiiiiiiiiiiiiiiii e s 39
Special adjustments by the SECIEtary ... e e 40
Exemption from tax 0N COMPOTALIONS ........oiiiiiiiiiiiaaaa et e e eeee e e e e e e e e e ae e e enees 40
Exemption from Tax 0N COIPOTraAtiONS ...........ueeeeieiiiiiiiaaeaaaae e eee e s U ¥ |
Farmers’ cooperatives; all COOPEIALIVES .........oiiiiiiiiiiiaiei it mmmcmme e e e e e e e e e e 41
Shipowners’ protection and indemnity 8SSOCIAtIONS ...........uuuuuuuiiiiiiiiiiiiiieiieeiieeee e ea e e e e e eeeeeeaas 41
POlItical OrganiZatiONS ..........uiiiiiiiiiiiiie ettt e e e b a e e e as 42
HOMEOWNEIS' ASSOCIALIONS .....ceiiiiiiiiiie ettt e e ek memmm e e e e e eemm e e e ean s 42
Notice of regulations requiring records, statements, and special returns..............ccc.vvvemmenn 42,
Notice of Regulations Requiring Records, Statements and Special Returns ............ccooooiiiiiiiiniiininnns

Corporation Income and Franchise Taxes ¢ Laws and Regulations iii



R.S. 47:287.611. General requirement of return, statement, or liSt ..o 43
R.S. 47:287.612. COIPOTALION FEIUIMIS ...iitiiiee e sttt ee ettt ettt e e ettt e e e s sttt e e e a4 st et e e e+ s———— 11411ttt e e e e e 43
LAC 61:1.1148. (070 g o o1 = 11 To] o T =] (1] o S RSSO 43
R.S. 47:287.613. Alternative forms and INSITUCIONS ........oiiiiiiiiie et e e e anes 43
R.S. 47:287.614. Time and place for filing returns; information concerning federal return; extension of time to file ... 44
R.S. 47:287.621. Failure tO file; PENAILY .....ooi i e
R.S. 47:287.623. Period covered by returns or other dOCUMENLS ........cuuviiiiiiiiiiiiiie e
R.S. 47:287.625. Computations on returns or other dOCUMENES .........ccocicviiiiiiiiiiiiireere e e e e e e e e e e mmmmmmmnmeeeeen oo
R.S. 47:287.627. Identifying number; information.............oooeiiiiiiii
R.S. 47:287.641. DUE date Of TAX ..veviieiiiiiiie e
R.S. 47:287.651. Payment Of T8X ......eiiiiiiiiiiics e
R.S. 47:287.654. Installment payments of estimated income tax by COrporations ...........ccccoevvvveeiiesiiis cemeacaes 45....
R.S. 47:287.655. Failure by corporation to pay estimated iNCOME taX ........uveeiiiiiiiiiiiiieeee e 46
R.S. 47:287.656. Adjustment of overpayment of estimated income tax by corporation ..........ccccccvvvvvvvvvennnn Al
R.S. 47:287.657. Refunds and credits of overpayment of estimated income tax by corporations ............ccccceveeeeriiiinnen. 48
R.S. 47:287.659. Refunds and creditS; general TUIES .........cuuveiiiiiiiic e e 48
R.S. 47:287.660. Overpayment Of INSTAIIMENT ........oiiiiii e er e e e e e e e 48
R.S. 47:287.662. Overpayment of income taxes applied to corporation franchise taxes for interest

COMPULALION PUMDOSES ..eeeiiitiieieeiiitteeee e e ettt et e e e s et be et e e e s s bttt e e e s aab b et e e e s st bb et e e e s anbe e e e e e s — 48
R.S. 47:287.663. Overpayments arising from allowance of deductions for bad debts or worthless stock....................... 49
R.S. 47:287.664. Credits arising from refunds by ULIItIES ..o e
R.S. 47:287.681. P Yo [0 011 a3 (=i o] o PSPPSR
R.S. 47:287.682. Collection from transferee or fiduciary; procedure
R.S. 47:287.683. Notice of fiduciary relationShip ...........oooiiiii e
LAC 61:1.1168. Notice of Fiduciary RelatioNShip .......cooiiiiiii i e e e e e e e
R.S. 47:287.701. Definitions, use of terms and PUIPOSE .....coiiiiiiiiiieiiiiiii et eeee e e ee e e
R.S. 47:287.732. 10 oJod g =T o] (=T ST O o g o To] =i o] 0 E PSPPI
R.S. 47:287.732. SO 0] oo =1 1o PSSRSO
R.S. 47:287.733. Corporations filing consolidated federal retUrns ... me e
R.S. 47:287.734. Domestic International Sales Corporations (DISC’s) and Foreign Sales Corporations (FSC’S) .......... 53
R.S. 47:287.736. Real Estate Investment TruStS (REITS) ...eeiiiiiiiiiiiiiei et
R.S. 47:287.738. Other inclusions and exclusions from gross income
R.S. 47:287.741. Special rule fOr [EASES ......coiiiiiiiiie i
R.S. 47:287.743. Deductions from gross income; charges in case of oil and gas WellS ..........cccoocviiiieei o 54.......
R.S. 47:287.745. Deduction from gross inCome; depletion ..........oouiiiiiiiiiiiiie e
R.S. 47:287.746. Adjustments to income and dedUCLIONS .........ccociiiiiiiiiiie e eee e
R.S. 47:287.747. Situs of stock cancelled or redeemed in IQUIdALION .........c.vvviiiiiiiiiiii e
LAC 61:1.1189. Situs of Stock Canceled or Redeemed in LiqUidation ..............evvvieiiiiiiiiiiieiiiiiiicceee e
R.S. 47:287.748. Corporation tax credit; re-entrant JODS Credit ...........eeviiiiiiiiiiiie e
R.S. 47:287.749. B 0] o 1S o] =T 1 SO
R.S. 47:287.750. Sale of PArNErSNIP INEIEST ... i ——————— 1t n
R.S. 47:287.751. Reconciliation of transitional diffEerenNCeS .........eevvioiiiiii e
R.S. 47:287.752. Tax credit for employment of first time drug offenders ... e
R.S. 47:287.753. Neighborhood assiStance tax Credit ........ccccvuuiiiiiiiiiiiii e e e e e e e e snenee e e e e e es
R.S. 47:287.755. Tax credit for contributions to educational INStItUtIONS ...........coooviiiiiiiiiiiniiiiieeeeees
R.S. 47:287.756. Tax credit for environmental equipment purchases ..........ccccccceeviiiiiiiiie i,
R.S. 47:287.757. Tax credit for conversion of vehicles to alternative fuel usage
R.S. 47:287.758. Tax credit for bone Marrow dONOr EXPENSE .....ccoiiiiiiiiieiiiiiiiie ettt
R.S. 47:287.785. RUIES @Nd FEQUIALIONS ...ttt me e e et e e e e e e nbes
iv March 1998



Corporation Franchise Tax Laws and Regulations

R.S. 47:601.
LAC 61:1.301.
R.S. 47:602.
LAC 61:1.302.
R.S. 47:603.
LAC 61:1.303
R.S. 47:604.
LAC 61:1.304.
R.S. 47:605.
LAC 61:1.305.
R.S. 47:606.
LAC 61:1.306.
R.S. 47:607.
R.S. 47:608.
LAC 61:1.308.
R.S. 47:609.
LAC 61:1.309.
R.S. 47:611.
LAC 61:1.311.
R.S. 47:612.
LAC 61:1.312.
R.S. 47:613.
LAC 61:1.313.
R.S. 47:614.
R.S. 47:615.
R.S. 47:616.
R.S. 47:617.
LAC 61:1.317.

[ a] oo 1S 4o g 1o i - O PP PRRRRRR 67
IMPOSITION OF TAX .ottt e e st e e e sbb e e e e et e e e e e s nbbneeeeenae 67
Determination of taxable CapItal ............viiiiiiiiii e e ———————— 69
Determination of Taxable Capital .............eueiiiiiiiiiiiaiiii e smmmmme e 70
(2T oT L0V 1V/=To o= T o1 - SR 70
2T oT L0V 1Y/=To IO =T o] | r= 1 PR URP RS 71
(0= o] 1 r= 1K) (o Lo QPP TP PP T PPPPPRPPPPPPR 73

Capital Stock
Surplus and uNdivided ProfitS .........oocuiiiiioiiiiii e e eee (D
Surplus and Undivided ProfitS ...t e e 75
Allocation of taxable capital
Allocation of Taxable Capital

(2= U1 T= To ot ] g oo = 11 o] o P PPERRRR
=1 ] o 1o SRR
=T 10T 0o 1 PP PP PPP PP PPPPPR
Due date, payment and reporting Of taX ........ueeeeeiiiiiiiiiee e e 99
Accrual, Payment and RepOrting Of TaX .......uuiiiiiiiiiiiieiiiiiiie et 929
Newly taxable COrPOIatioN ............ooiiiiiiiiiii e e e e e e e 100
Newly Taxable COrPOIatiONS..........uviii ittt s e 100
Extension of time for filing return and paying taX .........cccccoevvveeieiiiiiiieee e ceeesssmmnes L01
Extension of Time for Filing Return and Paying the TaX ........cccccouiiiiiiiiiiiiiie s s 101
Fiscal year defined; accounting period not to be changed ............cccccceiiiiiiii e 101...
Fiscal Year; ACCOUNTING PO .....ccciiiiiiiiiiitiiiiiiie ettt e e e e e e e e e e e e e e e e e e e e e e e ssssssnneeeeeeees 101
COSE OF COIMBCLION ..ttt ettt s—— et
Disposition of collections

Franchise taxes by local governments prohibited..............ccccciiiiiii e, 103
REFUNAS @NA CrEAILS ....eeeiie it e e e e et e e e e 103
REfUNAS @NA CredLS ....coiiiiiiiieei it e e e e b e e 103

Miscellaneous Provisions

R.S. 47:6004.
R.S. 47:6005.
R.S. 47:6006.

R.S. 47:6006.1.

R.S. 47:6007.
R.S. 47:6008.
R.S. 47:60009.
R.S. 47:6010.
R.S. 47:6011.

R.S. 51:1921.
R.S. 51:1922.
R.S. 51:1923.
R.S. 51:1924.
R.S. 51:1925.
R.S. 51:1926.
R.S. 51:1927.
R.S. 51:1928.
R.S. 51:1929.

[ 0T o] o) V7= g o1 £ Yo |1 P ERURRR 107
Qualified reCyCling EQUIPIMENT ......ccoiiiiiiiie et e e e e 107

Tax credits for local inventory taxes paid ... ..108

Tax credits for taxes paid with respect to vessels in Outer Contlnental Shelf Lands Act Waters ...... 1
Motion picture iNVESTOr taX Credit.........oooiiiiiiiiiiiiieieeie e e mmn e 110

Tax credits for donations made to assist playgrounds in economically depressed areas....................
Louisiana Basic SkKills Training TaX Credit ...t mmmmmeeeeeeee e 112
Employer tax credit for employee alcohol and substance abuse treatment programs ............ccccceeveeee

Tax credit for donations to the Old State Capitol, the State Capitol Complex, and the
division of archives, records management, and history
Short title (La Capital companies Tax Credit Program)
POlICY STATEMENT ...
DEFINILIONS ...ttt e e ettt et e e e e e e e e e e e e e rmmmeeeeeeeaeesseeeteeeeaaeeeeeaeaanns
Income tax credit or premium tax redUCHION ..........ooiiiiieiiiiiii e cmmeee e e e
Certification of a capital COMPANY ........ouiiiiiiiiiiiii e e
Requirements for continuance of certification ...........ccccccciiiiiiie e ceeee
[T ot oY 1] 1 ToF= 4o o [ OO OTURRRR
Voluntary deCertifiCatioN .............eiiii i
RUIES AN FEGUIATIONS ...ttt e e e e e e e sbreeeeean

Corporation Income and Franchise Taxes » Laws and Regulations %



R.S. 51:1930. Other department reSPONSIDINIES .......cuuiiiiiiii e e 120
R.S. 51:1931. Program tEIMINALION ........iiiiie e e e e e e e e e e e e e e e s smmmmmmmmmmm—— e e e e e e e nnnns 121
R.S. 51:1932. Corporation income and franchise tax eXemption .............cooiiiiiiieeniiiii e 121
R.S. 51:2201. Short title (Dedicated Research Investment ACt) .........ooiviiiiiiiiiiiiiieee e s L21
R.S. 51:2202. Policy statement as t0 PUDIIC PUIMPOSE .....ciiiiiiiiiiiie it 121
R.S. 51:2203. Private sector investment; tax credit INCENTIVE ... e 121
R.S. 51:2204. Dedicated Researcdh Investment Fund; created ...........ccccoevviiiiieieiiiiiieeeee i s s L22
R.S. 51:2771. Louisiana Capital Investment TaxX Credit ... s e eeeee s 122
Vi March 1998



]
General

Information



General Information

Corporation Income Tax

Who must file

All corporations deriving income from Louisiana sources
whether or not they have any net income, must file an in
come tax return. Corporations that obtain a ruling of ex
emption from the Internal Revenue Service must submit
copy of the ruling to the Department to obtain an exemp
tion.

Rate of Tax

Corporations will pay tax on net income computed at th
following rates:

» Four percent (4%) on the first $25,000 of net income
 Five percent (5%) on the next $25,000

» Six percent (6%) on the next $50,000

e Seven percent (7%) on the next $100,000

« Eight percent (8%) on the excess over $200,000

Date tax due

Returns and payments are due on or before the fifteen
day of the fourth month following the close of an account
ing period (April 15 for a calendar year).

Extension of time to file returns

The secretary may grant a reasonable extension of time
file the combined corporate income and franchise tax re
turns not to exceed seven months from the due date of t

[s})

U

th

to

he

return or the extended due date of the federal income tax

return, whichever is later. A copy of the extension reques
granted by the Internal Revenue Senruegst be attached
to your Louisiana return.

5t

Declaration of estimated tax

Any corporation that can reasonably expect its estimated
tax for the taxable year to be one thousand dollars ($1,000)
or more must file a declaration of estimated tax and pay
installments of the tax according to a schedule shown on
the declaration voucher (Form ICFT-620ES). Underpay-

ment of or failure to pay estimated tax may result in an

additional amount due determined at the rate of twelve per-
cent (12%) per annum on the amount underpaid.

Date payment due

Any tax not previously remitted by declaration must be paid
on or before the original due date of the return.

Forms

Corporation Income and Franchise Tax
Return (ICFT-620)

R-6942 Corporation Apportionment and
Allocation Schedules (ICFT-620A)

R-6975 Estimated Income Tax Declaration Voucher
(ICFT-620ES)

R-6612 Application for Extension of Time to File
Corporation Income and Franchise Tax
Return

R-6701 Request for a Tentative Refund Resulting
from the Election to Carryback a Net
Operating Loss (CIT-624)

|

Assistance

Corporation Income and Franchise Taxes Division
Louisiana Department of Revenue

Post Office Box 201

Baton Rouge, LA 708210201

504+925+4611 (Assistance)

504+925+7532 (Forms)

Corporation Income and Franchise Taxes » Laws and Regulations



General Information

Corporation Franchise Tax

Who must file

Any corporation meeting any one or more of the following
provisions, unless specifically exempted under the prov
sions of R.S. 47:608, must file a Louisiana corporation frar
chise tax return:

(1) Organized under the laws of Louisiana.

(2) Qualified to do business in this state or actually doing
business in this state.

(3) Exercising or continuing the corporate charter within
this state.

(4) Owning or using any part, or all, of the corporate
capital, plant, or other property in this state in a
corporate capacity.

Rate of tax

The tax liability for the year shall be computed at the rat
of one dollar and fifty cents ($1.50) for each one thousan
dollars ($1,000) or major fraction thereof up to three hun
dred thousand dollars ($300,000) of capital employed in
Louisiana, and three dollars ($3) for each one thousand
dollars ($1,000) or major fraction thereof in excess of threg

d

1

o

hundred thousand dollars ($300,000) of capital employe
in Louisiana, subject to the requirement that the minimun
tax is ten dollars ($10) per year. For information concern
ing capital employed in Louisiana and computation of the
tax, see the instructions for the Corporation Income and
Franchise Tax Return, and the Apportionment and Alloca
tion Schedules, R-6942. The corporation franchise tax dye
on the initial return is ten dollars ($10).

Date returns due

Initial return:  An initial return, covering the period be-
ginning with the date the corporation first becomes liable
for filing a return and ending with the next close of an act
counting period, must be filed on or before the fifteent
day of the third month after the corporation first become
liable.

1)

Annual return: Louisiana corporation franchise tax ac-
crues on the first day of each accounting year, and the re-
turn for that period must be filed on or before the fifteenth
day of the fourth month of that accounting year.

Extension of time to file returns

The secretary may grant a reasonable extension of time to
file the combined corporation income and franchise tax
returns not to exceed seven months from the due date of
the return or the extended due date of the federal income
tax return, whichever is later. A copy of the request filed
with the Internal Revenue Servigrist be attached to your
Louisiana return.

Date payment due

All Louisiana corporation franchise taxes must be paid by
the earlier of: (1) the original due date of the return or (2)
the filing of the return.

Forms

Corporation Income and Franchise Tax
Return (ICFT-620)

Apportionment and Allocation Schedules
(ICFT-620A)

Application for Extension of Time for Filing
Initial Franchise Tax Return (CFT-4)

R-6942

R-6612
R-6906A

Assistance

Corporation Income and Franchise Taxes Division
Louisiana Department of Revenue

Post Office Box 201

Baton Rouge, LA 708210201

504+925+4611 (Assistance)

504+925+7532 (Forms)

Corporation Income and Franchise Taxes » Laws and Regulations 5
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I
R.S. 47:287.2. Shotrt title

This Act shall be known as and may be cited as the “Lou
siana Corporation Income Tax Act”.

Added by Acts 1986, 1st Ex.Sess., No. 16, 81, eff. Dec. 24
1986.

|
R.S. 47:287.11. Tax imposed

A. There shall be levied, collected, and paid for each tax
able year a tax upon the Louisiana taxable income of cof
porations other than insurance companies as hereinafier
provided.

B. Corporations shall be taxed on their Louisiana taxablg
income, except as otherwise exempted.

C. Taxable years affected.

(1) The provisions of this Part shall apply to taxable years
beginning after December 31, 1986, including taxable years
deemed to have commenced on January 1, 1987, by the
provisions of R.S. 47:287.443.

(2) Taxable years beginning prior to January 1, 1987, shall
not be affected by the provisions of this Part, but shall re-
main subject to the applicable provisions of R.S. 47:21 et
seq.

D. Insurance companies shall not be subject to this Part
but shall continue to be taxed pursuant to the provisions of
R.S. 47:21 and R.S. 47:221 et seq., and as otherwise pfo-
vided by law.

Added by Acts 1986, 1st Ex.Sess., No. 16, 81, eff. Dec. 2
1986.

=

R.S. 47:287.12. Rates of tax

The tax to be assessed, levied, collected, and paid upon the
Louisiana taxable income of every corporation shall b
computed at the rate of:

1%

(1) Four percent upon the first twenty-five thousand dol
lars of Louisiana taxable income.

(2) Five percent on the amount of Louisiana taxable in
come above twenty-five thousand dollars but not in excess
of fifty thousand dollars.

R.S. 47:287.63

(3) Six percent onthe amount of Louisiana taxable income
above fifty thousand dollars but not in excess of one hun-
dred thousand dollars.

(4) Seven percent on the amount of Louisiana taxable in-
come above one hundred thousand dollars but not in ex-
cess of two hundred thousand dollars.

(5) Eight percent on all Louisiana taxable income in ex-
cess of two hundred thousand dollars.

Added by Acts 1986, 1st Ex.Sess., No. 16, 81, eff. Dec. 24,
1986.

I
R.S. 47:287.34. Credits against the tax

There shall be allowed as a credit against the tax imposed
by this Part for the taxable year a credit as provided in R.S.
47:287.749, R.S. 47:287.752, R.S. 47:287.753, R.S.
47:287.755, and R.S. 47:287.756.

Added by Acts 1986, 1st Ex.Sess., No. 16, 81, eff. Dec. 24,
1986. Amended by Acts 1991, No. 312, 81, effective Janu-
ary 1, 1991; Acts 1994 3rd Ex.Sess., No. 104, 81.

. |
R.S. 47:287.61. Gross income defined

“Gross income” of a corporation means the same items and
the same dollar amount required by federal law to be reported
as gross income on the corporation’s federal income tax re-
turn for the same taxable year, subject to the modifications
specified in this Part, whether or not a federal income tax re-
turn is actually filed.

Added by Acts 1986, 1st Ex.Sess., No. 16, 81, eff. Dec. 24,
1986.

R.S. 47:287.63. Allowable deductions
defined

“Allowable deductions” for a taxable year means the de-

ductions from federal gross income allowed by federal law

in the computation of taxable income of a corporation for

the same taxable year, subject to the modifications speci-
fied in this Part.

Added by Acts 1986, 1st Ex.Sess., No. 16, 81, eff. Dec. 24,
1986.
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R.S. 47:287.65
I

R.S. 47:287.65. Net income defined

“Net income” of a corporation for a taxable year means th
taxable income of the corporation computed in accordange
with federal law for the same accounting period and under
the same method of accounting, including statutorily ref
quired accounting adjustments, subject to the modifications
specified in this Part.

11

Added by Acts 1986, 1st Ex.Sess., No. 16, 81, eff. Dec. 24,
1986.

R.S. 47:287.67. Louisiana net income
defined

“Louisiana net income” means net income which is earned
within or derived from sources within the state of Louisi-
ana.

Added by Acts 1986, 1st Ex.Sess., No. 16, 81, eff. Dec. 24
1986.

R.S. 47:287.69. Louisiana taxable income
defined

“Louisiana taxable income” means Louisiana net income,
after adjustments, less the federal income tax deductign
allowed by R.S. 47:287.85. “After adjustments” means af
ter the application of the net operating loss adjustment a|
lowed by R.S. 47:287.86.

Added by Acts 1986, 1st Ex.Sess., No. 16, 81, eff. Dec. 24
1986.

R.S. 47:287.71. Modifications to federal
gross income

A. There shall be added to gross income determined un
der federal law, unless already included therein, the fol
lowing items:

(1) Interest on obligations or securities issued by othe
states or their political or municipal subdivisions.

—

(2) Interest or dividend income on obligations or securi:
ties issued by any authority, commission, or instrumental
ity of the United States, its territories or possessions, or ¢

—

any foreign government, which the laws or treaties of the
United States exempt from federal income tax, but not from
state income taxes.

(3) Any gain on the sale of assets not recognized due to
the provisions of Section 633(d) of the Tax Reform Act of
1986 which provides a transitional rule for certain small
corporations.

(4) Any gain not recognized under |.R.C. Section 1033
resulting from the involuntary conversion of property lo-
cated in Louisiana not replaced with property located in
Louisiana.

(5) Inclusions from Subpart F of this Part, where appli-
cable.

B. There shall be subtracted from gross income deter-
mined under federal law, unless already excluded there-
from, the following items:

(1) Income which Louisiana is prohibited from taxing by
the constitution or laws of the United States.

(2) Funds accrued by a corporation engaged in operating
a public transportation system from any federal, state, or
municipal governmental entity to subsidize the operation
and maintenance of such a transportation system.

(3) Refunds of Louisiana corporation income tax received
during the taxable year.

(4) Interest on obligations or securities issued by the state
of Louisiana or its political or municipal subdivisions.

(5) Foreign dividend “gross-up”. Any amounts required
by I.R.C. Section 78 to be included in gross income.

(6) Amounts received as dividend income from banking
corporations organized under the laws of Louisiana, from
national banking corporations doing business in Louisiana,
and from capital stock associations whose stock is subject
to ad valorem taxation.

(7) Exclusions from Subpart F of this Part, where appli-
cable.

Added by Acts 1986, 1st Ex.Sess., No. 16, 81, eff. Dec. 24,
1986. Amended by Acts 1987, No. 5, 81, eff. May 20, 1987.

10
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R.S. 47:287.73. Modifications to deduc-
tions from gross income allowed by
federal law

A. The deductions from federal gross income allowed by
federal law shall be modified by the deletions and addi
tions specified herein.

B. Deletions.The following deductions allowed by fed-
eral law are declared inoperative and shall not form a pajrt
of allowable deductions in the computation of net income|:

(1) The net operating loss deduction allowed by I.R.C|
Section 172.

(2) Income taxes imposed by this Part.

(3) The dividends received deductions allowed by I.R.C|.
Sections 243, 244, and 245.

(4) Depletion for oil and gas wells.

(5) Deletions required by the provisions of Subpart F of
this Part, where applicable.

C. Additions. The following items are declared allow-
able as deductions in the computation of net income and
shall be added to the deductions allowed under federal law
to the extent not already included therein:

(1) Dividends received deduction. The amount received
as dividends from another corporation, to the extent thaf:

(a) Such dividends have been earned within the state pf
Louisiana, and

(b) The income (surplus) from which such dividends were
paid has been taxed under this Part.

(2) Depletion for oil and gas wells is allowed as a deduc
tion as provided by R.S. 47:287.745.

(3) Intangible drilling and development costs. Intangible
drilling and development costs are allowed as a deductign
as provided by R.S. 47:287.743.

(4) Expenses disallowed by I.R.C. Section 280(C). Ext
penses which would otherwise be deductible under federgp
law, but for the disallowance provisions of I.R.C. Sectior
280(C), relative to certain expenses for which credits are
allowable.

(5) Additions required by the provisions of Subpart F of
this Part, where applicable.

LAC 61:1.1115

Added by Acts 1986, 1st Ex.Sess., No. 16, 81, eff. Dec. 24,
1986.

LAC 61:1.1115. Modifications to Deduc-
tions from Gross Income Allowed by
Federal Law

A. Dividends Received by a Corporation. R.S.
47:287.73(C)(1) allows a deduction for dividends received
by one corporation from another to the extent that the in-
come from which the dividends are paid has been earned
from Louisiana sources and has borne Louisiana income
tax. The amount of the income from which the dividends
are paid that has borne Louisiana income tax shall be de-
termined by relating the Louisiana net taxable income to
the total book net income of the declaring corporation, less
adjustments.

B. Example. During the calendar year 1986, ABC Inc., a
Louisiana corporation, derived a total Louisiana net tax-
able income of $10,000 and $10,000 of net income from
Texas. The depreciation expense deducted on the tax re-
turn exceeds depreciation expense deducted on the books
by $10,000. The depletion expense deducted on the tax re-
turn exceeds depletion expense deducted on the books by
$10,000 which is a noncompensating difference. The total
net income determined from the books of the corporation
is $60,000. The book income includes $20,000 of interest
on U.S. obligations that is not included in taxable income.
On January 7, 1987, the corporation paid a dividend of
$30,000. The allowable deduction to recipient corporations
is computed as follows:

Iltems Per Books Per Louisiana

Income Tax
Return

Net Income..........oevvvvvvveeerennnnn. $60,000................ $10,000

Less: Excess of tax depreciation

over book depreciation............ $10,000

Adjusted Net Income ............... $50,000................ $10,000

RALIO .ot 20%

Dividend Paid ..........cooemeeeee e $30,000

Allowable DeduCtion ..........cooovvveeeveieieeeeeeeee e $6,000

AUTHORITY NOTE: Promulgated in accordance with
R.S. 47:287.73.

HISTORICAL NOTE: Promulgated by the Department of
Revenue and Taxation, Income Tax Section, LR 14:95 (Feb-
ruary 1988).
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R.S. 47:287.75
I

R.S. 47:287.75. Computation of net in-
come

The net income of a corporation is computed by subtrac
ing allowable deductions from gross income for a taxable
year.

17

Added by Acts 1986, 1st Ex.Sess., No. 16, 81, eff. Dec. 24
1986.

R.S. 47:287.77. Computation of Louisi-
ana net income or loss

Louisiana net income or loss of a corporation is determined
by applying the allocation and apportionment provisions
of this Part to the corporation’s gross income, allowable
deductions, and net income for a taxable year as determingd
and computed pursuant to this Part.

Added by Acts 1986, 1st Ex.Sess., No. 16, 81, eff. Dec. 24,
1986.

R.S. 47:287.79. Computation of Louisi-
ana taxable income

Louisiana taxable income is computed by subtracting the
federal income tax deduction allowed by R.S. 47:287.8%
from Louisiana net income, after adjustments.

Added by Acts 1986, 1st Ex.Sess., No. 16, 81, eff. Dec. 24,
1986.

R.S. 47:287.81. Items not deductible;
amounts attributable to income not
taxed

In computing Louisiana net income or Louisiana taxable
income no deduction shall in any case be allowed in re
spect of any amount otherwise allowable as a deductig
which is attributable to income which, for any reason what;
soever, will not bear the tax imposed by this Part.

>

Added by Acts 1986, 1st Ex.Sess., No. 16, 81, eff. Dec. 24,
1986.

R.S. 47:287.83. Taxes not deductible

A. Incomputing Louisiana taxable income, no federal in-
come tax deduction shall be allowed on net income upon
which no Louisiana income tax has been incurred, or upon
which, for any reason whatsoever, no Louisiana income
tax will be paid. For purposes of this Section, the federal
income tax deduction may be recomputed and reduced to
reflect the application of a net operating loss adjustment.
Any such reduction shall be taken into account as prescribed
by the secretary.

B. The alternative minimum tax is a federal income tax

deductible to the extent that it is applicable to regular fed-
eral taxable income. Any alternative minimum tax paid on

tax preference items is not deductible. The deductible por-
tion of the alternative minimum tax shall be determined as
prescribed by the secretary.

Added by Acts 1986, 1st Ex.Sess., No. 16, 81, eff. Dec. 24,
1986.

LAC 61:1.1122. Taxes Not Deductible

A. General. R.S. 47:287.83 provides that federal income
tax levied on net income upon which no Louisiana income
tax has been incurred, or upon which, for any reason what-
soever, no Louisiana income tax will be paid, is not de-
ductible.

B. Federal Alternative Minimum Tax

1. Federal alternative minimum tax attributable to tax
preferenced items such as, but not limited to, accelerated
depreciation, depletion, and intangible drilling and devel-
opment cost, is not deductible. The nondeductible portion
of federal alternative minimum tax after credits is the ex-
cess of the total federal alternative minimum tax after credits
over the deductible portion of federal alternative minimum
tax attributed to Louisiana net income.

2. Federal alternative minimum tax on federal alterna-
tive minimum taxable net income from sources other than
tax preferenced items is deductible to the extent the alter-
native minimum taxable net income is taxed by Louisiana.
The deductible portion of federal alternative minimum tax
attributable to Louisiana apportionable and allocable net
income, which is taxed at alternative minimum taxable in-
come rates, is the result obtained by multiplying the fed-
eral alternative minimum tax after credits by a fraction,
the numerator of which is Louisiana apportionable and al-
locable net income which is taxed at alternative minimum

12

March 1998



LAC 61:1.1122(D)

taxable net income rates and the denominator of which is 30, 1988, was $200,000 and regular federal income tax
the excess of federal alternative minimum taxable income was $56,250. Book net income before federal income tax
over regular federal taxable income. The determination of was $450,000. Of the total difference between book and
the amount of deductible and nondeductible federal alte tax net income, $150,000 was due to the tax preferenced
native minimum tax is illustrated by the following example.  item, excess tax depreciation expense over book deprecia-
tion expense, and $100,000 was due to interest income
C. Example. The ABC Corporation earns 100 percent of earned on municipal bonds exempt from regular federal
its net income in Louisiana. The ABC Corporationisona income tax, but not from Louisiana income tax. Louisiana
fiscal year beginning 7-1-87 and ending 6-30-88. ABC's  apportionable and allocable net income before the federal
regular federal taxable income for fiscal year ending June  income tax deduction is $300,000.

Computation of Alternative Minimum Taxable Income

1. Regular federal taxable INCOME .......ooiiiiiii e e e e e e e e e e $200,000
2. Income from tax preferenced items (excess tax depreciation over book depreciation expense) .................... $150,000
3. Book income adjustment (interest on municipal bonds issued by a state or its political
subdivisions other than Louisiana: 100,000 multiplied DY 5090 ........cccouiiiiiiiiiiiiiiiiiiieeeeeee e $50.000
4. Alternative minimum taxable income (AMTI, the sum of lines 1, 2 and 3) ... 00,000 $4

Computation of Alternative Minimum Tax

5. Alternative minimum taxable income (ATMI from liN€ 4) ... s $400,000
T =TS oY (=T 04 o (o] o RO PP PPP RPN -0-
A Y = 11 (=T = =T 0] o] 1T o TP PRRR $400,000
8. Federal alternative minimum taX FALE ...........eeviiiiiiiiiie e cemmmmmrmrneeeennnnnnee. 2090
9. Tentative alternative minimum tax rate (line 7 multiplied by lin€ 8) ........cccoiiiiiiiiiiiiiie e $80,000
O T od =T [ PO PP P PP PUPPPPPPPPPRPT -0-
11. Less regular federal income tax (after CreditS) .........oooooiiiiiiiiiii e $56,250
12. Alternative minimum tax (AMT line@ 9 MIiNUS lIN€ 1) ...t e enas $23,750

Computation of Alternative Minimum Tax Attributable to Louisiana Net Income Which is Taxed at AMTI Rates
13. Louisiana allocable and apportionable Net INCOME ...........oiiiiiiiiiiiiiii e e $300,000
14. Less: 1. Louisiana net income which is taxed at federal ordinary and alternative capital gain

tax rates $200,000

2. Louisiana net income which is not taxed by federal (interest on municipal bonds $100,000

multiplied DY 50%0) $50,000 .........eiiiiiiieiiiieeit et bt emmmnemmmnnn e $250,000
15. Louisiana net income which is taxed at AMTI rates (line 13 minus line 14)...........ccoeiiiiiiiiiiiiiiinee $50,000
16. Excess of AMTI over regular federal taxable income ($400,000 minus $200,000) ........cccevririeriirreeniineeennne $200,000
17. Ratio (Louisiana net income which is taxed at AMTI rates over the excess of AMTI over regular
federal taxable income, line 15 divided DY lIN€ 16) ......ccooiiiiiiiiiiiiiiiee e 25%
18. AMT (FTOM TINE L2) .iiiiiiiie ettt ettt e e e et e e e ettt e e e e e sttt e e e e nsbbe e e e e ensnbaeeeeeeansbeeaeeeennnees $23,750
19. AMT deductible (the amount attributable to Louisiana net income which is taxed at AMTI rates,
[iNe 18 MUIIPHIEA DY lINE L7) 1ottt e e e et e e e e s a2 $5,938
20. AMT not deductible (line 18 MINUS INE 19).......coi i eeae e $17,812

D. Net Operating Loss Carryback. Federal income ta net operating loss carryback over the allowable deduction

deducted from Louisiana net income in taxable periods t after the net operating loss carryback. The federal income
which a net operating loss is carried back shall be com tax attributable to net income which is not taxed by Louisi-

puted to determine the amount of federal income tax a ana shall be treated as a reduction to the net operating loss
tributable to net income which is taxed by the federal byt  deduction. If the amount of the federal income tax attribut-

which is not taxed by Louisiana as a result of a net opera able to the net income which is not taxed by Louisiana ex-
ing loss carryback. Federal income tax attributable to ne ceeds the Louisiana net operating loss deduction, such
income which is not taxed by Louisiana as a result of a ngt excess shall be treated as income in the year of the trans-
operating loss carryback is the excess of allowable federal action that gave rise to the excess. These principles are
income tax deducted from Louisiana net income before the illustrated in the following examples.
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LAC 61:1.1122(E)

E.

Examples:

Example 1

The ABC Corporation does not include its net income in a consolidated federal income return as provided by Section 1501 of
the Internal Revenue Code. ABC files state and federal income tax returns on a calendar year basis. ABC Corporation’s net
income and other financial information used to file state and federal income tax returns for the four-year period ending
December 31, 1987, include the following:

Taxable Periods 1984 1985 1986 1987
Federal net income or (loss) $2,000,000 $4,000,000 $5,000,000 $600,000
Louisiana net income or (loss) 1,200,000 1,800,000 3,000,000 (1,000,000)
Federal income tax 800,000 1,600,000 2,000,000 240,000

Federal income tax deducted
from Louisiana net income 467,280 706,240 1,171,200 -0-

State income tax deducted from
federal net income but not

Louisiana net income 57,500 86,000 144,000 -0-
Income tax apportionment ratio 55% 40% 50% 50%
Louisiana taxable income 732,720 1,093,760 1,828,800 -0-

ABC Corporation elects to carry their 1987 Louisiana net operating loss back to 1984 pursuant to R.S. 47:287.86. Federal
income tax attributable to net income which is not taxed by Louisiana as a result of the net operating loss carryback is
computed as follows:

1. Louisiana Net iNCOME, 1984 .......ccoouuiiei ettt e e e ettt e e e e et e e e e e ettt eee e e s s mmmmneennnmnssaneees $1,200,000
2. Less: State income tax deduction allowed by the federal but not Louisiana........................ $57,500
Multiplied by the income tax apportionment ratio 55% Balance .........ccccccccvevveeeeeeeennnnnnnn, $31,625
Louisiana net operating 10SS, 1987 .......uuuiiiiiiieeiiiee et et e e tee e stee e neee e nneee e seeeeeenes $1,000,000
Yo UL (4 1=T 0 USSP $1,031,625
3. Louisiana net income after deducting the net operating loss carryback (line 1 minus line 2) ...................... $168,375
4. Federal Net INCOME, 1084 ...ttt m e e et $2,000,000
5. Ratio (line 3 divided DY lINE 4) ......eiiiii e e mmn e e e e 8.4188%
6. Federal INCOME tAX, 1984 ......coooiiiiiieeeeeee ettt et e e et e e e e e e et et e e e e et e e aaara e eeeeeeeas $800,000
7. Allowable federal income tax deduction after the Louisiana net operating loss carryback
(line 6 MUILIPIIEd DY TINE 5) ..ttt e e e nbe e e e e s nnnaree s $67,350
8. Federal income tax deducted from Louisiana net income before the net operating loss carryback .............. $467,280
9. Federal income tax attributable to net income which is not taxed by Louisiana
(N 8 MINUS TINE 7)) 1eeeiieiitieet ettt ettt e e et e e e ekt e e e s e bbb e e e e e s nbbe e e e e e annbeeas $399,930
10. Louisiana net operating loss before deduction for federal income tax attributable to net
income which is Not taxed DY LOUISIANE .......ceieiiiiiiiiiiiiiiiiiee ettt sme e e e e eeenee $1,000,000
11. Federal income tax attributable to net income which is not taxed by Louisiana (from line 9) ..........cccccvvee. $399,930
12. Louisiana net operating loss after deduction for federal income tax attributable to net
income which is not taxed by Louisiana (line 10 minus liN€ 11) .......ccoviiiiiiiiiiiiiiiiieeee e $600,070
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LAC 61:1.1122(E)

Example 2

Assume the same facts in Example 1 except that the ABC Corporation sustained a $2,000,000 federal net operating los
1987 and elects to carry the federal loss back to 1984. Federal income tax after the net operating loss carryback is zero.

1. Louisiana Net iNCOME, 1984 .......coouuiiiieeiee ettt e e e et e e e e et s e e e e ettt e e e e e e st mmmm e eennnmnssaneees $1,200,000
2. Less: State income tax deduction allowed by the federal but not Louisiana................. $57,500

Multiplied by the income tax apportionment ratio ...........ccccccvvviiiiiiiiiiiiiiieeree e, 55%...

BaAlANCE ... ————— $31,625

Louisiana net operating 10SS, 1987 .......coocuuiiiiiiiiiiiiiie e $1.000,000

F o U IS (1 1=T 0 RSP PRSI $1,031,625
3. Louisiana net income after deducting the net operating loss carryback

(INE L MINUS TIN@ 2) 1oeeiieiiiiiete ettt sttt e e ettt e e e ek et e e e e e b e e e e e e snnbbe e e e e e annbeeas $168,375
4. Federal Net INCOME, 1084 ...ttt e e e e et $2,000,000
5. Federal net operating l0ss carryback from 1987 ..........oevviiiiiiiiiiii e s $(2,000,000)
6. Federal netincome after federal net operating loss carryback from 1987

(lINE 4 MINUS TINE 5) 1oeiiiiiitii ittt e e et bbbttt e e oottt e e e e s bttt e e e s sbbb e e e e s anbb et e e e sbbneeeenanes -0-
7. Ratio (line 3 divided DY lINE B) .......ueiiiiiiiiiiiee et e e e bbb -0-
8. Federal income tax after the federal net operating 0SS Carryback ...........ccccuevveiiiiiiiiiiiieiii e, -0-
9. Allowable federal income tax deduction after the net operating loss carryback

(line 8 MUILIPIEA DY TINE 7) 1t e bbbt e e eme e e eeet e e e s abb e e e e e s anbbeeeenns -0-
10. Federal income tax deducted from Louisiana net income before the net

(o] L= = La 1o I [0 FST SR o=V Y] - Uod GO $467,280
11. Federal income tax attributable to net income which is not taxed by

Louisiana (IIN€ 10 MINUS TINE Q) ...ceiiiiiiiii ittt e e e e bbe e e e s sanbeeeeeeeaaes $467,280
12. Louisiana net operating loss before deduction for federal income tax

attributable to net income which is not taxed by LouiSiana..........ccccceeevveiiiiiciciiiiiee e $1,000,000
13. Federal income tax attributable to net income which is not taxed by

Louisiana (fromM lINE L) .....ciiuiiiie ettt e et e e e e e e e et e e e et e e e e e snb e e e e e mmmenemmmmmnseeeeeeeenseees $467,280

14. Louisiana net operating loss after deduction for federal income tax
attributable to net income which is not taxed by Louisiana
(i€ 12 MINUS TINE L13) ..eiiiiiie ettt e ettt e e e e e bbbt e e e e n bbb e e e e e e e e e esbaee e e e e neees $532,720

Example 3

Assume the same facts in Examples 1 and 2 except that the Louisiana and federal net operating losses in 1987 are $35C
and $1,800,000 respectively. Federal income tax after the net operating loss carryback is $80,000.

1. Louisiana Net iNCOME, 1984 .......coouuiiii ettt e e e et e e e e e et e e e e e e tab e e e e ee s s mmmmneennnmnssaneees $1,200,000
2. Less: State income tax deduction allowed by the federal but not Louisiana................ $57,500

Multiplied by the income tax apportionment ratio ...........ccccccvvviiiiiiiiiiiiiirieeeee e, 55%...

BaAlANCE ... —————— $31,625

Louisiana net operating 10SS, 1987 .......cooiuuiiiiiiiiiiiiiiee e $350.000

F o U IS 1 0= 0 RSO PRRSPPP $381,625
3. Louisiana net income after deducting the net operating loss carryback

(INE L MINUS TIN@ 2) oottt s bbbt e e e ottt e e e ekt e e e e e e e bbb e e e e s snnbbe e e e e e annbeeas $818,375
4. Federal Net INCOME, 1084 ... et m e e et $2,000,000
5. Federal net operating 10ss carryback from 1987 ...........oiviiiiiiiiiiiii e e $(1,800,000)
6. Federal netincome after federal net operating loss carryback from 1987

(lINE 4 MINUS TINE 5) 1oetiieiiiiiiit ettt ettt e e e e bbbt e e e e e b e e e e e s s nbb e e e e e annbeeas $200,000
7. Ratio (line 3 divided DY [INE B) .....uuieiiieiiiiiiii e e mn e e 100%
8. Federal income tax after the federal net operating 10SS carryback ..o $80,000
9. Allowable federal income tax deduction after the net operating loss

carryback (IN€ 8 tIMES INE 7) .ottt e et e e e e s enr e e e e e e nebeeas $80,000
10. Federal income tax deducted from Louisiana net income before the net

(o] o= = La 1o I (0 FST SR o=V Y] - od G $467,280
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R.S. 47:287.85

11. Federal income tax attributable to net income which is not taxed by

Louisiana, 1984 (line 10 minus lin€ 9) ........cccccovvvvveeeenns

................................................................... $387,280

12. Louisiana net operating loss before deduction for federal income tax
attributable to net income which is not taxed by LOUISIANA..........ccuvivieiiiiiiiiii e $350,000
13. Federal income tax attributable to net income which is not taxed by

Louisiana (from liN€ 11) .......ccuveeeeiiiiiiiiieiiiiieee e

................................................................... $387,280

14. Louisiana net operating loss after deduction for the amount of federal
income tax attributable to net income which is not taxed by Louisiana

(line 12 MinuS lIN€ 13) ..oveviieeiiiiiiee e

15. Additional Louisiana taxable income for 1987 due to excess of federal
income tax attributable to net income which is not taxed by Louisiana
over the Louisiana net operating 10ss (line 13 MiNUS liN€ 12) ........cccuiiiiiiiiiiiiieee e $37,280

F. Definitions. For the purposes of this Section, alterna-
tive minimum tax, regular federal income tax, alternative
tax on capital gains, and regular tax on ordinary net in-
come are defined as provided in §1123.F.

AUTHORITY NOTE: Promulgated in accordance with R.S
47:287.83.

HISTORICAL NOTE: Promulgated by the Department o

Revenue and Taxation, Income Tax Section, LR 14:96 (Fep-

ruary 1988).

R.S. 47:287.85. Federal income tax de-
duction

A. In computing Louisiana taxable income under R.S
47:287.79, there shall be allowed as a deduction federp
income taxes paid.

B. For purposes of this Section, federal income taxes shal

include taxes based on net income, accumulated earnings,

war profits, excess profits, personal holding company inr
come, and tax from recomputation of investment credit.
The alternative minimum tax is a federal income tax al
lowable to the extent provided in R.S. 47:287.83(B).

|oN

C. (1) The amount of federal income tax to be deducte
shall be that portion of the total federal income tax, after
all credits, which is levied with respect to the particular
income derived from sources in this state to be computed
in accordance with rules and regulations prescribed by the

secretary. Proper adjustment shall be made for the actyal

tax rates applying to different classes of income and for al
differences in the computation of net income for purpose
of federal income taxation as compared to the computatio
of net income under this Part.

=

(2) “Credits” as used in this Subsection does not includ
overpayments of prior year taxes allowed as a credit, esti
mated tax payments or similar prepayments, or credit far

1%

prior year alternative minimum tax which is allowed as a
credit against the current regular federal income tax.

D. Acorporation that files or is included with affiliates in

a consolidated federal income tax return shall compute its
federal income tax deduction in accordance with rules and
regulations prescribed by the secretary.

Added by Acts 1986, 1st Ex.Sess., No. 16, 81, eff. Dec. 24,
1986. Amended by Acts 1987, No. 53, §1.

LAC 61:1.1123. Federal Income Tax De-
duction

A. General. R.S. 47:287.85(C) permits corporations to
claim as a deduction in computing net income that portion
of the federal income tax levied with respect to the Louisi-
ana net income, which is applicable to the year for which
the Louisiana return is filed, regardless of the method of
accounting utilized (cash, accrual, etc.). For determina-
tion of the deductible amount of federal alternative mini-
mum tax attributable to Louisiana net income, refer to
§1122. When a corporation includes its net income in a
consolidated federal income tax return, total federal in-
come tax for the purpose of this Section shall be the amount
determined pursuant to §1123.E.

B. Computations. The deductible portion of the federal
income tax, the tax attributable to Louisiana income, is the
sum of the amounts determined in §1123.B.1 and 2.

1. The deductible portion of federal income tax attribut-
able to Louisiana apportionable and allocable net income
which is taxed at alternative capital gain rates is the result
obtained by multiplying the federal income tax which is
calculated at alternative capital gain rates by a fraction,

the numerator of which is Louisiana apportionable and al-
locable net income which is taxed at alternative capital
gain rates and the denominator of which is federal net in-
come which is taxed at alternative capital gain rates.
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2. The deductible portion of federal income tax attribut-
able to Louisiana apportionable and allocable net income
less adjustment for the net operating loss deduction if af
plicable, which is taxed at ordinary rates, is the result ob
tained by multiplying the federal income tax which ig
calculated at ordinary rates by a fraction, the numerator
of which is Louisiana apportionable and allocable net in-
come, less adjustment for the net operating loss deductic
if applicable, which is taxed at ordinary rates and the de
nominator of which is federal net income which is taxed g
ordinary rates.

C. Numerator. The numerator to be used in §1123.B sha
be determined as set forth in §1123.C.1 and 2.

1. The numerator in the case of Louisiana net incom
which is taxed by federal at alternative capital gain rates
is the sum of:

a. the amount of net apportionable and net allocable int

come, subject to tax at alternative capital gain rates fo
federal income tax purposes, apportioned and allocated f
Louisiana;

b. any compensating item of income attributable to Louit

siana and which is taxed by federal at alternative capita
gain rates but which is not taxea py Louisiana; and

c. any compensating loss item of income, of a characte
which would be allowable by federal in arriving at income
which is taxed at alternative capital gain rates, attributed
to and allowed by Louisiana but not allowed by federal
reduced by the sum of:

d. any compensating item of income, of a character whic
would be subject to tax by federal at alternative capita
gain rates, attributed to and taxed by Louisiana but which
is not taxed by federal;

e. any compensating loss item of income attributable t
Louisiana and allowed by federal in arriving at income
which is taxed at alternative capital gain rates but not al-
lowed by Louisiana; and

f. any excess of the sum of:

i. any noncompensating loss item of income attributabl
to Louisiana and allowed by federal in arriving at income
which is taxed at alternative capital gain rates, but not al-
lowed by Louisiana, and

ii. any noncompensating item of income, of a characte
which would be subject to tax by federal at alternative capi
tal gain rates, attributed to and taxed by Louisiana bulf
which is not taxed by federal, over

n

D

-

oy
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iii. any noncompensating loss item of income, of a char-
acter which would be allowable in arriving at income which
is taxed at alternative capital gain rates by federal, attrib-
uted to and allowed by Louisiana but not allowed by fed-
eral.

2. The numerator in the case of Louisiana net income
which is taxed by federal at ordinary rates is the sum of:

a. the amount of net apportionable and net allocable in-
come, less adjustment for the net operating loss deduction
if applicable, subject to tax at ordinary rates for federal
income tax purposes, apportioned and allocated to Louisi-
ana;

b. any compensating item of gross income attributable to
Louisiana and taxed by federal at ordinary rates but which
is not taxed by Louisiana; and

c. any compensating item of deduction, of a character
which would be allowable by federal in arriving at income
which is taxed at ordinary rates, attributed to and allowed
by Louisiana but not allowed by federal, and not attribut-
able to any item of gross income taxable by Louisiana but
not by federal; reduced by the sum of:

d. any compensating item of gross income, which would
be subject to tax by federal at ordinary rates, attributed to
and taxed by Louisiana but which is not taxed by federal,

e. any compensating item of deduction attributable to
Louisiana and allowed by federal in arriving at income
which is taxed at ordinary rates but not allowed by Louisi-
ana;

f. any excess of the sum of:

i. any noncompensating item of deduction attributable
to Louisiana and allowed by federal in arriving at income

which is taxed at ordinary rates, but not allowed by Louisi-
ana, and not attributable to any item of gross income tax-
able by federal but not by Louisiana; and

ii. any noncompensating item of gross income, of a char-
acter which would be subject to tax at ordinary rates, at-
tributed to and taxed by Louisiana but which is not taxed
by federal; over

iii any noncompensating item of deduction, which would
be allowable by federal in arriving at income which is taxed

at ordinary rates, attributed to and allowed by Louisiana

but not allowed by federal, and not attributable to any item
of gross income taxable by Louisiana but which is not by
federal.

Corporation Income and Franchise Taxes » Laws and Regulations
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D. Example. The following example illustrates these principles. Facts: The income reported and deductions claimed by ABC,
Inc., a Delaware corporation having its commercial domicile in Louisiana and having several places of business outside this
state, are reflected below. The difference between the federal depreciation deduction and the depreciation deducted in arriving
at total net income is a compensating item. One-half of the total royalty income, depletion, and other expenses related thereto
are attributable to a Louisiana oil property. There are $15,000 in expenses attributable to the royalty income in addéion to t
depletion deduction. The portion of net income from royalties allocable to Louisiana is $25,000. Of the total profit from the

sale of capital assets, $25,000 is allocable to Louisiana.

Items
Income
Gross profit from sales
Royalties
Interest—Bond, State of Mississippi
Interest—Bond, U.S. Government
Long-term gain from sale of capital assets
Total Income
Deductions
Louisiana income tax
Officers’ compensation
Repairs
Interest
Bad debts
Depletion
Depreciation
Contributions
Other deductions
Total deductions

Net Income

Federal income tax—
Ordinary income
Capital gains
Total

—  RETURNS —

Federal Louisiana
$1,400,000 $1,400,000
100,000 100,000

-0- 5,000
5,000 -0-
100,000 100.000
$1.605.000 1,605,000
10,000 -0-
50,000 50,000
10,000 10,000
15,000 15,000
5,000 5,000
27,500 35,000
25,000 35,000
5,000 5,000
350,000 350,000
$497.500 $505,000
$1,107,500 $1,100,000
$518,400
25.000
$543,400

The taxpayer files on the apportionment basis and the following computation discloses the net allocable and net apportionable

income derived from Louisiana sources.

Total net income $1,100,000
Deduct allocable income

Profit from sale of capital assets $100,000

Interest—Bonds, State of Mississippi 5,000

Net royalty income 50,000 $155,000
Net income for apportionment $945,000
Net income apportioned to Louisiana (20% of $945,000) $189,000
Add Louisiana allocable income

Interest $5,000

Profit from sale of capital assets 25,000

Royalty income 25,000 55,000
Total Louisiana apportionable and allocable income $244,000
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2. Computations Ordinary Rates Alternative
Capital Gains
Rates
Net income apportioned and allocated to Louisiana $219,000 $25,000

Add: Compensating items of income attributable to
Louisiana and taxed by federal but which is not
taxed by Louisiana -0- -0-

Compensating items of deduction attributed to

Louisiana and allowed by Louisiana but not allowed

by federal depreciation (20% of $10,000) 2,000 -0-
Total: $221,000 $25,000

Deduct: Compensating items of income attributed to and
taxed by Louisiana but not taxed by federal -0-

Compensating items of deduction attributable to

Louisiana and allowed by federal but not allowed

by Louisiana -0- -0-
TOTAL: $221,000 $25,000

Excess of the sum of noncompensating items of deduction
attributable to Louisiana and allowed by federal but not
allowed by Louisiana

Louisiana income tax (20% of $10,000)* $2,000

Noncompensating items of gross income
attributed to and taxed by Louisiana but
which is not taxed by federal

Bond interest—State of Mississippi 5,000
Total $7,000
Over

Noncompensating items of deduction attributed to
and allowed by Louisiana but not allowed by federal

depletion on oil royalties $3,750
Excess $3,250 -0-
Louisiana net income which is taxed by federal $217,750 $25,000
Federal net income $1,007,500 $100,000
Ratio 21.61% 25.00%
Federal income tax liability $518,400 $25,000
Deductible federal income tax

21.61% of $518,400 $112,026

25% of $25,000 $6,250

112,026

Grand Total $118,276

* Where the separate method of reporting is used, the entire amount of Louisiana income tax deducted in the federaltritutedsa
Louisiana under this item.
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E. Consolidated Returns. When a corporation include$
its net income in a consolidated federal income tax return,
the portion of the consolidated federal income tax afte
credits attributable to such corporation shall consist of the
sum of the amounts determined in §1123.E.1, 2, and 3:

1. the consolidated regular tax on ordinary net income
multiplied by the percentage determined by a fraction, th
numerator of which is regular tax on ordinary net income
of each member of the consolidated group computed on|a
separate return basis and the denominator of which is regu
lar tax of all members of the group so computed, plus

1%

2. the consolidated alternative tax on net capital gains
multiplied by the percentage determined by a fraction, th
numerator of which is alternative tax on net capital gains
of each member of the consolidated group computed on|a
separate return basis and the denominator of which is al
ternative tax on net capital gains of all members of the
group so computed, plus

1%

3. the consolidated alternative minimum tax multiplied
by the percentage determined by a fraction, the numeratc
of which is alternative minimum tax of each member of th
consolidated group computed on a separate return bas
and the denominator of which is alternative minimum tax
of all members of the group so computed.

n b=

F. Definitions

Alternative Minimum Tax—the excess of the federal tenta
tive minimum tax after credits for the tax year, over the
federal regular tax after credits for the taxable year.

Alternative Tax on Capital Gains—the net tax liability im-
posed by Section 1201(a)(2) of the Internal Revenue Code
on net capital gains, less credits.

Compensating Item—any difference in any deduction g
item of income for a particular year arising solely by rea-
son of the fact that the item is accounted for in different
periods for federal and Louisiana income tax purposes|.
However, if a larger federal income tax deduction would
be allowable were an item treated as a compensating item
than would be allowable were the item treated as a
noncompensating item, the item is a compensating item orjly
to the extent that it is equal to the result obtained by multi-
plying the difference in the item by a fraction determineg
as follows:

=

a. inthe case of a deduction:

i. the numerator shall be the excess, if any, of the amount
of the item allowed by federal over the amount allowed by
Louisiana in each prior year in which the federal allow-

ance exceeded the Louisiana allowance and which has been
taken into consideration fully in determining the allowable
federal income tax deduction for Louisiana income tax
purposes for such prior years, plus the excess, if any, of the
amount of the item to be allowed by federal over the amount
to be allowed by Louisiana in each future year in which the
federal allowance will exceed the Louisiana allowance and
which reasonably can be expected to be taken into consid-
eration in determining the allowable federal income tax
deduction for Louisiana income tax purposes in such fu-
ture years;

ii. the denominator shall be the total of all excesses of
the amount of the item allowed by federal over the amount
of the item allowed by Louisiana in each prior year and of
all excesses of the amount of the item to be allowed by fed-
eral over the amount to be allowed by Louisiana in each
future year;

b. in the case of an item of income:

i. the numerator shall be the excess, if any, of the amount
of the item taxed by Louisiana over the amount taxed by
federal in each prior year in which the amount taxed by
Louisiana exceeded the amount taxed by federal and which
has been fully taken into consideration in determining the
allowable federal income tax deduction for Louisiana in-
come tax purposes for such prior years, plus the excess, if
any, of the amount of the item to be taxed by Louisiana
over the amount to be taxed by federal in each future year
in which the amount to be taxed by Louisiana will exceed
the amount to be taxed by federal and which can reason-
ably be expected to be fully taken into consideration in de-
termining the allowable federal income tax deduction in
such future years for Louisiana income tax purposes;

ii. the denominator shall be the total of all excesses of
the amount of the item taxed by Louisiana over the amount
taxed by federal in each prior year and of all excesses of
the amount of the item to be taxable by Louisiana over the
amount to be taxable by federal in each future year.

Income Taxed—income included in taxable income, regard-
less of whether tax has been paid thereon.

Item of Deduction—each individual deduction rather than
each category of deduction, and includes loss items of gross
income. For example, the amount of depreciation on a par-
ticular property, as distinguished from the amount of de-
preciation on all properties of the taxpayer, would be an
item of deduction. Similarly, the term item of income means
each amount of income rather than each category of in-
come. The amount of a Louisiana item of income or deduc-
tion is the amount apportioned or allocated to Louisiana.
Thus, where a taxpayer has a 10 percent apportionment
ratio and has an item of deduction of $10,000 allowed by
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Louisiana in arriving at apportionable net income but not
allowed by federal, the amount of the Louisiana item is 10
percent of $10,000 or $1,000.

Noncompensating Item—any item of difference between
federal and Louisiana income or deductions for a particu
lar year other than a compensating item.

Regular Federal Income Tax—the sum of the tax defined jn
regular tax on ordinary net income and alternative tax on
capital gains.

Regular Tax on Ordinary Net Income—the federal net tax
liability imposed on net income after netincome is reduce
by the amount of net capital gain subject to alternative ta
rates, less credits.

X

Taken into Consideration Fully in Determining the Allow-
able Federal Income Tax Deduction for Louisiana Income
Tax Purposes for ... Prior Years—as used in this Sectio
means fully used in reducing the amount of the federal ir
come tax deduction for such prior years. The purpose ¢
this provision is to allow an adjustment for an item which
will increase the federal income tax deduction only to th
extent that adjustments applicable to the item in prior year
were used to decrease the federal income tax deductio
Similarly, the term to be fully taken into consideration in
determining the allowable federal income tax deduction in
... future years for Louisiana income tax purposes means
to be used fully in reducing the amount of the federal in
come tax deduction for such future years.

>

=

G. Special Rules

1. The computations prescribed in 81123.B are subject
to the rules provided in R.S. 47:287.442. That is, the com
putations cannot have the effect of attributing refunds o
federal income tax which arose on account of condition
or transactions occurring after the close of the taxable yeal
to any year other than that in which arose the transaction
or conditions giving rise to the refund. Accordingly, appro-

U =

[

priate changes shall be made when necessary to attribute

the refund to the proper year.

2. Notwithstanding the definition provided in §1123.F.

Noncompensating Item and Compensating Item, deductions

which are declared as allowable in the computation of Loui
siana net income pursuant to R.S. 47:287.73(C)4 shall he
treated as a compensating item of deduction for the pur-
pose of computing the amount of federal income tax de-
duction under §1123.C.

3. The federal income tax deduction determined unde
81123 must take into account R.S. 47:287.83 which prq
vides in part that no federal income tax deduction shall b
allowed on net income upon which no Louisiana incom

=

1A
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R.S. 47:287.86(B)(1)

tax has been incurred, or upon which, for any reason what-
soever, no Louisiana income tax will be paid.

4. |If the tax of any member computed on a separate re-
turn basis under 81123.E.1, 2, and 3 is less than zero, then
for the purposes of §1123.E, such member’s separate re-
turn tax shall be zero.

5. The secretary may adjust the consolidated federal in-
come tax allocation formula prescribed in §1123.E when
in his opinion such action is necessary to obtain a reason-
able allocation and to clearly reflect Louisiana taxable in-
come.

6. The sum of the net consolidated federal income tax
attributed to all members of the consolidated group for the
taxable period cannot exceed the amount of consolidated
federal income tax paid to the U.S. government for the tax-
able period.

7. When the alternative tax rate on net capital gains is
the same as the regular tax rate on ordinary net income
reduced by net capital gains, consolidated regular tax on
ordinary net income and alternative tax on capital gains,

after credits, may be combined and then attributed to each
member of the consolidated group.

AUTHORITY NOTE: Promulgated in accordance with R.S.
47.287.85.

HISTORICAL NOTE: Promulgated by the Department of
Revenue and Taxation, Income Tax Section, LR 14:98 (Feb-
ruary 1988).

R.S. 47:287.86. Net operating loss de-
duction

A. Deductionfrom Louisiana netincome.Except as oth-
erwise provided, there shall be allowed for the taxable year
an adjustment reducing Louisiana netincome in an amount
equal to the aggregate of:

(1) The net operating loss carryovers to such year, plus
(2) The net operating loss carrybacks to such year.

B. Netoperating losscarrybacks and carryovers. The
taxable years to which a Louisiana net loss may be carried
shall be:

(1) A netoperating loss carryback to each of the three tax-
able years preceding the taxable year of such loss, unless
carryback treatment is relinquished pursuant to R.S.
47:287.86(D).
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Amended by Acts 1992, No. 1083, 8§1.

(2) Forlosses incurred for taxable years beginning befor
January, 1984, a net operating loss carryover to each of the
five taxable years following the taxable year of such loss.
For losses incurred for taxable years beginning on or afte
January 1, 1984, a net operating loss carryover to each
the fifteen taxable years following the taxable year of suc
loss.

D

—

—

C. Manner andamountof carrybacksand carryovers.

The entire amount of Louisiana net loss for any taxable
year, hereinafter the “loss year”, shall be carried back tp
the earliest of the taxable years allowed, unless an electi
to relinquish carryback treatment is made, in which casg
such loss shall be carried to the earliest of the taxable years
allowed for carryovers. The portion of such loss which shall
be carried to each of the other taxable years allowed hy
Subsection B shall be the excess, if any, of the amount
such loss over the aggregate of the Louisiana taxable in-
come for each of the prior taxable years to which such logs
may be carried. For the purposes of this Subsection:

(1) Louisiana taxable income shall not be adjusted to les
than zero.

n

(2) In calculating the aggregate Louisiana taxable incomes
in cases where more than one loss year must be taken into
account, the various net operating loss carryovers and
carrybacks to such taxable year are considered to be gp-
plied in reduction of Louisiana net income in the order of
the taxable years from which such losses are carried over
or carried back, beginning with the loss for the earliest tax
able year.

D. Election to relinquish carryback.Any taxpayer may
make an election to relinquish the carryback treatment al
lowed and have its Louisiana net loss treated only as|a
carryover. Such election shall be made as prescribed by the
secretary.

E. Statement with tax return. Every corporation claim-
ing a net operating loss deduction for any taxable year sha
file with its return for such year a concise statement setting
forth the amount of the net operating loss claimed and all
material and pertinent facts relative thereto, including a de
tailed schedule showing the computation of the net operat
ing loss deduction.

F.  Adjustment dependent upon Louisiana net loss

carryback. If in computing the net operating loss deduc-
tion the taxpayer is entitled to a carryback which cannot be
ascertained at the time the return is due, the deduction, |if
any, shall be computed without regard to such carryback.
When the taxpayer ascertains the correct amount of such
carryback, a claim for credit or refund of the overpayment,

if any, resulting from the failure to compute the deduction
for the taxable year with the inclusion of such carryback
may be filed within the prescriptive period, or the taxpayer
may file an application for a tentative refund as provided
in Subsection G.

G. Tentative refund. A taxpayer may request a tentative
refund resulting from the application of a net operating loss
carryback in the manner and with forms prescribed by the
secretary. If the tentative refund is paid, the secretary may
recover any amount thereof determined not to be an over-
payment through any collection remedy authorized by R.S.
47:1561 within two years from December thirty-first of the
year in which the refund was paid. Any tentatively refunded
amount determined not to be an overpayment shall bear
interest at the rate provided in R.S. 47:1601, which shall
be computed from the date the tentative refund was issued
to the date payment is received by the secretary.

H. Interest on refunds. Any amount actually refunded

as an overpayment resulting from the application of a net
operating loss carryback, tentative or otherwise, shall bear
interest at the rate provided in R.S. 47:1624, which shall
be computed:

(1) From the latest of the following dates:

(&) Ninety days after the date the request for tentative re-
fund or claim for refund (amended return) is filed.

(b) Ninety days after the due date of the loss year return
without regard to extensions of time to file.

(2) To the date such refund is issued by the secretary.

I. Net operating loss carryover.Notwithstanding any
other provisions of this Chapter to the contrary, the acquir-
ing corporation shall succeed to and take into account, as
of the close of the day of distribution or transfer, the aggre-
gate net operating loss carryovers of the distributors or trans-
feror corporation as determined under this Section, subject
to federal law and the limitations provided thereunder.

Amended by Acts 1990, No. 849, §2; Acts 1992, No. 1083,
81.

R.S. 47:287.91. Determination of Louisi-
ana net income or loss

A. The Louisiana net income of a corporation is the sum

produced by combining the net allocable income or loss as
provided in R.S. 47:287.93 and the net apportionable in-
come or loss as provided in R.S. 47:287.94 when the result
is more than zero.
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B. The Louisiana net loss of a corporation is the sum prg
duced by combining the net allocable income or loss g
provided in R.S. 47:287.93 and the net apportionable in
come or loss as provided in R.S. 47:287.94 when the res
is less than zero.

Added by Acts 1986, 1st Ex.Sess., No. 16, 81, eff. Dec. 2
1986.

R.S. 47:287.92. Segregation of items of
gross income

Note: Act 690, enacted by the Louisiana Legisla-
ture during the 1993 Regular Session, was ruled
unconstitutional inDow Hydrocarbons & Re-
sources vJohn Neely Kennedt al., 694 So.2d
215 (La. 5/20/97). In that decision, the Louisiana
Supreme Court declared the act to be void “ab ini-
tio” as if it had never been made into law. There-
fore, R.S. 47:287.92-95, as reflected in this
booklet, is the law as it existed prior to Act 690,
with amendments enacted through the 1997 Regu-
lar Legislative Session that are unaffected by the
Court’s ruling.

A. Allitems of gross income, not otherwise exempt, shal

ult

be segregated into two general classes designated as allo-

cable income and apportionable income.

B. Allocable income.The class of gross income to be

designated as “allocable income” shall include only the

following:

(1) Rents and royalties from immovable or corporeal movt

able property.

(2) Profits or losses from sales or exchanges of propert
including such items as stocks, bonds, notes, land, mach
ery, and mineral rights not made in the regular course
business.

(3) Interestincome, exceptinterestincome which is treate
as apportionable income pursuant to R.S. 47:287.95(E).

(4) Dividends from corporate stock.

(5) Royalties or similar revenue from the use of patents
trade marks, copyrights, secret processes, and other sir]
lar intangible rights.

(6) Income from estates, trusts, and partnerships.

(7) Income from construction, repair, or other similar ser
vices.

n_
of

ni-

R.S. 47:287.93

Amended by Acts 1992, No. 1029, §1; Acts 1993, No. 690,
81, eff. for taxable periods beginning on or after January 1,
1993.

C. Apportionable income.The class of income to be des-
ignated as “apportionable income” shall include all items
of gross income which are not properly includable in allo-
cable income as defined in this Section.

Added by Acts 1986, 1st Ex.Sess., No. 16, 81, eff. Dec. 24,
1986.

LAC 61:1.1128. Segregation of Iltems of
Gross Income

A. For the purpose of applying rules for determining the
amount of income earned within or derived from sources
in Louisiana, all items of gross income must be divided
into two general classes-allocable income and
apportionable income. The various types of income consti-
tuting allocable income are set forth in R.S. 47:287.92(B),
and the specific basis for allocating each of these types of
income is prescribed in R.S. 47:287.93. Any income which
does not fall within any of the types of allocable income as
listed in the statute must be treated as apportionable in-
come. When Louisiana net apportionable income is derived
primarily from the business of making loans, refer to R.S.
47:287.95(E) and 81134.E for the determination of the
Louisiana apportionment percent.

AUTHORITY NOTE: Promulgated in accordance with R.S.
47:287.92.

HISTORICAL NOTE: Promulgated by the Department of
Revenue and Taxation, Income Tax Section, LR 14:101
(February 1988).

R.S. 47:287.93. Computation of net allo-
cable income from Louisiana sources

Note: Act 690, enacted by the Louisiana Legisla-
ture during the 1993 Regular Session, was ruled
unconstitutional inDow Hydrocarbons & Re-
sources vJohn Neely Kennedt al., 694 So.2d
215 (La. 5/20/97). In that decision, the Louisiana
Supreme Court declared the act to be void “ab ini-
tio” as if it had never been made into law. There-
fore, R.S. 47:287.92-95, as reflected in this
booklet, is the law as it existed prior to Act 690,
with amendments enacted through the 1997 Regu-
lar Legislative Session that are unaffected by the
Court’s ruling.
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R.S. 47:287.93(A)

A. Allocation of items of gross allocable incomdtems
of gross allocable income or loss shall be allocated directly
to the states within which such items of income are earned
or derived, as follows:

(1) Rents and royalties from immovable or corporeal mov
able property, and profits or losses from sales and exchanges
of capital assets consisting of immovable or corporeal moy
able property, shall be allocated to the state where such
property is located at the time the income is derived.

(2) Interest on customers’ notes and accounts shall be al-
located by reference to the transactions from which the re
ceivables arose, on the basis of the location at whic
ultimate delivery was made in the case of sale of mercha
dise or the location at which the services were performe
in the case of charges for services rendered.

Q- =

(3) Profits or losses from sales or exchanges not made |n
the regular course of business of property, other than capi-
tal assets consisting of incorporeal property or rights, shalll
be allocated to the state where such property is located
the time of the sale. A mineral lease, royalty interest, oi
payment, or other mineral interest shall be located in the
state in which the property subject to such mineral interest
is situated.

(4) Other interest, dividends and profits or losses from sales
and exchanges of capital assets consisting of incorporeal
property or rights shall be allocated to the state in which
the securities or credits producing such income have thejir
situs, which shall be at the business situs of such securities
or credits if they have been so used in connection with the
taxpayer’s business as to acquire a business situs, or, in the
absence of such a business situs, shall be at the commer-
cial domicile of the taxpayer; provided that dividends upor
stock having a situs in Louisiana received by corporation
from another corporation which is controlled by the former
through ownership of fifty percent or more of the voting
stock of the latter, shall be allocated to the state or states|in
which is earned the income from which the dividends are
paid, such allocation to be made in proportion to the re
spective amounts of such income earned in each state; and
provided, further, that interest on securities and credits ha
ing a situs in Louisiana received by a corporation from an
other corporation which is controlled by the former through
ownership of fifty percent or more of the voting stock of
the latter, shall be allocated to the state or states in whigh
the real and tangible personal property of the controlled
corporation is located, on the basis of the ratio of the value
of such property located in Louisiana to the total value of
such property within and without the state.

v

(5) Royalties or similar revenue from the use of patents,
trademarks, copyrights, secret processes, and other simi

intangible rights shall be allocated to the state or states in
which such rights are used.

(6) Income from construction, repair, or other similar ser-
vices shall be allocated tot he state in which the work is
done.

(7) For purposes of this Part only, estates, trusts, and part-
nerships having a corporation as a member or beneficiary
shall compute, allocate, and apportion their incp>e or loss
within and without this state in accordance with the pro-
cesses and formulas prescribed by this Part, and the share
of any corporation member or beneficiary in the net in-
come or loss from sources in this state so computed shall
be allocated to this state in the return of such corporation.

Amended by Acts 1993, No. 690, 81, eff. for all taxable
periods beginning after December 31, 1992.

B. Net allocable incomeNet allocable income or loss is
computed by subtracting the following from Louisiana gross
allocable income:

(1) All expenses, losses, and other deductions defined in
R.S. 47:287.63 as allowable deductions which are directly
attributable to Louisiana gross allocable income.

(2) A ratable portion of such allowable deductions which
are not directly attributable to any item or class of gross
income.

Added by Acts 1986, 1st Ex.Sess., No. 16, 81, eff. Dec. 24,
1986. Amended by Acts 1987, No. 53, §1.

LAC 61:1.1130. Computation of Net
Allocable Income From Louisiana
Sources

A. R.S. 47:287.93 provides that items of gross allocable
income or loss shall be allocated directly to the states within
which such items of income are earned or derived.

1. Blank
2. Blank

3. Profits from sales or exchanges of property not made
in the regular course of business requires that both profits
and losses from such transactions be included in income
allocated directly to the state in which the property had its
situs at the time of the transaction. Whether a sale or ex-
change is a sale not made in the regular course of business
is a factual determination required to be made with respect
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to each property sold which will take into consideration
such factors as the frequency of sales of similar propertie
and the relationship of the particular sale to other busi-
ness transacted by the taxpayer.

4. Dividends, profits from the sale or exchange of capita
assets consisting of incorporeal property or rights, and in
terest, other than interest on customers’notes and accoun
and interest on securities having their situs in Louisiang
received from a controlled corporation by its parent, shall
be allocated to the state in which the securities or credit
have their situs. If the securities or credits have been s
employed as to acquire a business situs, the place of bu

ness situs controls. In the absence of a business situs the

place of commercial domicile controls in the case of a cor
poration. (For special rules governing the situs of stock
canceled in corporate liquidations see R.S. 47:287.747
These rules are subject to the exception that dividends up
stock having a situs in Louisiana received by a corpora
tion from another corporation which is controlled by the
former, through ownership of 50 percent or more of thé
voting stock of the latter, shall be allocated to the state o
states in which is earned the income from which the div
dends are paid, such allocation to be made in proportio
to the respective amounts of such income earned in ea
state.

5. Royalties or similar revenue received for the use @
patents, trademarks, copyrights, secret processes and oth
similar intangible rights shall be allocated to the state or|
states in which such rights are used. The use referred to
that of the licensee rather than that of the licensor.

Example: X Company, Inc., a Delaware corporation with
its commercial domicile in California, owns certain pat-
ents relating to the refining of crude oil, which at all times
were kept in its safe in California. During 1987, the X Com
pany, Inc. entered into an agreement with the Y Corporg
tion whereby that company was given the right to use th
patents at its refineries in consideration for the payment g
a royalty based upon units of production. The Y Corpora
tion used the patents exclusively at its Louisiana refiner
and paid the X Company, Inc. the amount of $100,000 fq
such use. The entire royalty income of $100,000 is allg
cable to Louisiana.

6. Income from construction, repair or other similar ser-
vices is allocable. The phrase other similar services mear
any work which has as its purpose the improvement of in

movable property belonging to a person other than the tax-

payer where a substantial portion of such work is performe
at the location of such property. For the purpose of this
Section, mineral properties, whether under lease or no
constitute immovable properties. It is not necessary thg
the services rendered actually result in the improvement
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the immovable property. Thus, the drilling of a well on 3

LAC 61:1.1130(B)(1)

mineral lease is considered to have as its purpose the im-
provement of such property not withstanding the fact that
the well may have been dry. Examples of other similar ser-
vices are: (@) landscaping services; (b) the painting of
houses; (c) the removal of stumps from farm land; (d) the
demolition of buildings.

7. Interest on securities and credits having a situs in Loui-
siana which is received by a corporation from another cor-
poration controlled by the former through the ownership
of 50 percent or more of the voting stock of the latter shall
be allocated to the state or states in which the real and
tangible personal property of the controlled corporation is
located. The allocation shall be made on the basis of the
ratio of the value of such property located in Louisiana to
the value of such property within and without the state,
determined as provided below. Whether the securities and
credits have a situs in Louisiana shall be determined in
accordance with the rules provided in §1130.A.4. For the
purpose of this Section, real and tangible personal prop-
erty includes all such property of the controlled corpora-
tion regardless of whether the property is idle or productive
and regardless of the nature of the income which it pro-
duces.

a. Value of Property to be Used. For purposes of this Sec-

tion, the value of property is cost to the taxpayer, less a

reasonable reserve for depreciation, depletion, and obso-

lescence. The reserves reflected on the books of the tax-
payer shall be deemed reasonable, subject to the right of
the secretary to adjust the reserves when in his opinion

such action is necessary to reflect the fair value of the prop-

erty.

b. Average Values. For the purpose of this Section, the
value of Louisiana real and tangible property and real and
tangible property within and without the state shall be the
average of such property at the beginning and close of the
year, determined on a comparable basis.

B. From the total gross allocable income from all sources
and from the gross allocable income allocated to Louisi-
ana there shall be deducted all expenses, losses, and other
deductions, except federal income taxes, allowable under
the Louisiana income tax law which are directly attribut-
able to such income plus a ratable portion of the allowable
deductions, except federal income taxes, which are not di-
rectly attributable to any item or class of gross income.

1. Direct and indirect expenses attributed to allocable
income from foreign sources for federal purposes are de-
ductible in arriving at total net allocable income. Expenses
sourced pursuant to federal law and regulations to allo-
cable income from foreign sources are presumed to be at-
tributed to such income.

Corporation Income and Franchise Taxes » Laws and Regulations
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LAC 61:1.1130(B)(2)

2. The approach set forth in these regulations for the alt
location and apportionment of interest expense is base
upon the concept of the fungibility of money and require
that interest expense ordinarily be allocated to all of the
taxpayer’'s income-producing activities and properties, re-
gardless of the specific purpose for which the borrowing
was incurred; it does not directly require allocation of in-
terest deductions to income. That is, these regulations as-
sume that: (a2) money is fungible in that all of the taxpayer’s
activities and properties need funds; (b) the taxpayer?’s
management has substantial flexibility in the source and
use of its funds; (c) the creditors of the taxpayer look to its
general credit for repayment and thereby subject the monegy
loaned to the risk of all of the taxpayer’s activities; and (d)
the use of money for one purpose frees funds for other pu
poses. Accordingly, the reasoning continues, it is appro
priate to associate part of the cost of money borrowed fg
a specific purpose to other purposes as well.

o
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3. Interest expense which is applicable to investments
which produce or which are held for the production of al-
locable income within and without Louisiana, shall be an
item of deduction in determining net allocable income o
loss. For the purpose of this Subsection, investments which
produce or which are held for the production of allocable
income include but are not limited to investments in and
advances or loans to affiliated corporations whether or no
such investments, advances, or loans produce any income.
The amount of interest which is applicable to such invest
ments shall be determined by multiplying the total amoun
of interest expense by a ratio, the numerator of which i
the average value of investments which produce or whic
are held for the production of allocable income, and the
denominator of which is the average value of all assets ¢
the taxpayer. Although interest on U.S. government bong
and notes is not taxable and hence is not included in allg
cable income, the adjustment for the amount of interest
expense applicable to investments producing such income
is computed in the same manner as in the case of invest-
ments producing allocable income. Thus for convenience
of computation such investments are grouped with invest-
ments producing or held for the production of allocable
income. Whenever interest expense applicable to U.S. ggv-
ernment bonds and notes which are held as temporary cash
investments determined as provided above, exceeds the
amount of income derived from such investments, the in-
terest expense which is attributable to such investments shall
be limited to the amount so derived. The amount of interest
expense applicable to U.S. government bonds and notes

oD U=

w0 —

which are held as temporary cash investments, determined
without reference to the income therefrom, is that portion
of the interest expense applicable to investments which pro-
duce or which are held for the production of allocable in-
come, which the ratio of the average value of U.S.
government bonds and notes held as temporary cash in-
vestments bears to the average value of all investments
which produce or which are held for the production of al-
locable income.

4. Interest expense which is applicable to investments
which produce or which are held for the production of Loui-
siana allocable income shall be an item of deduction in
determining net allocable income or loss from Louisiana.
Except when Louisiana apportionable income is determined
on the separate accounting method, the amount of interest
which is applicable to such investments shall be determined
by multiplying the amount of interest expense allocated to
total allocable investments, determined without reference
to the income limitation in the case of investments in U.S.
government bonds and notes held as temporary cash in-
vestments, by a ratio, the numerator of which is the aver-
age value of investments which produce or which are held
for the production of Louisiana allocable income and the
denominator of which is the average value of investments
which produce or which are held for the production of al-
locable income within and without Louisiana. When Loui-
siana net apportionable income is determined on the
separate accounting method, refer to §1132.C.1 for rules
pertaining to the determination of the amount of interest
expense applicable to Louisiana allocable income.

5. Value to be Used. For purposes of this Section, value

means cost to the taxpayer, less a reasonable reserve for
depreciation, depletion, and obsolescence. The reserves
reflected on the books of the taxpayer shall be considered
reasonable, subject to the right of the secretary to adjust

the reserves when in his opinion such action is necessary
to reflect the fair value of the property.

6. Average Value. For purposes of this Section, average
value means the average of the value of the property at the
beginning and at the close of the year.

7. Example: The XYZ Corporation has incurred interest
expense in the amount of $150,000 during the year 1986.
During 1986 it derived total allocable income and Louisi-
ana allocable income as follows:
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Louisiana Total
*Interest on U.S. Treasury notes $-0- $15,000
Dividends -0- 5,000
Net rent income 10,000 10,000
Total $10,000 $30,000

*Treated as allocable income only for convenience in computing the applicable expense.

Its assets, liabilities, and net worth as of January 1, 1986, and December 31, 1986, were as follows:

12-31-86 1-1-86

Cash $100,000 $150,000
Accounts receivable 780,000 800,000
Inventories 600,000 1,000,000
Stocks 100,000 100,000
U.S. Treasury Notes 420,000 650,000
Real estate (rental property) 100,000 100,000
Less depreciation reserve 20,000 25,000

Net 80,000 75,000
Real estate 5,000,000 5,125,000
Less depreciation reserve 1,080,000 1,300,000

Net 3.920,000 3.825,000
Total Assets $6,000,000 $6,600,000
Liabilities:
Accounts payable $400,000 $1,000,000
Bonds 3.000,000 3,000,000

Total Liabilities $3,400,000 $4,000,000
Net Worth:

Capital stock $2,000,000 $2,000,000

Earned surplus 600,000 600,000
Net worth $2,600,000 $2,600,000
Total Liabilities and Net Worth $6,000,0nN $6,600,000

The amount of interest which is applicable to the investments which produce or are held for the production of allocable incor
within and without Louisiana is $16,963.50, determined as follows:

Allocable
Investments Total Assets
1-1-86 12-31-86 1-1-86 12-31-86

U.S. Treasury Notes $420,000 $650,000 $420,000 $650,000
Rental property (net) $80,000 75,000 80,000 75,000
Stock 100,000 100,000 100,000 100,000
Other assets 0 0 5,400,000 5,775,000
Totals $600,000 $825,000 $6,000,000 $6,600,000
1-1-86 totals 600,000 6,000,000
Totals $1,425,000 $12,600,000
Average $712,500 $6.300,000
Ratio .11309
Interest expense allocated to total allocable assets (.11309 X $150,000) ........ccovvereriiireeiirieeeeeees s $16,963.50
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The amount of interest expense which is applicable to the investments which produce or are held for the production of Louisi-
ana allocable income is $1,845.12, determined as follows:

Louisiana allocable assets (rental property):

JanUArY 1, 1986 ........ueeiieeiiiiiiee ettt $80,000

December 31, 1986 .......couuiiiiiiee e aaas 75,000

B 0] = | 155,000

F LT - To = S STR $77,500
Total allocable asSets - AVEIage .......cccvcveeriiiiiiiiiiiee e 712,500
[ = ([0 10.877
Interest expense allocated to total allocable assets.............coeeeeeeiicciinnnnns $16,963.50
Interest expense allocated to Louisiana allocable assets

(.10877 X $16,963.50) ....cciiiriiiieeeiiiiie et $1,845.12

8. Overhead expense attributable to items of gross allg

cable income derived from sources within and without Louif

siana, except gross allocable income from rent of immovab
or corporeal movable property or from construction, re-
pair or other similar services, may be determined by any
reasonable method which clearly reflects net allocable in
come from such items of income.

9. Overhead expense attributable to total gross allocabl
income derived from rent of immovable or corporeal mov
able property or from construction, repair, or other similar

services shall be deducted from such income for the pu
poses of determining net allocable income or loss from sug
items of income. The amount of overhead expense attribu
able to such income shall be determined by multiplying tots
overhead expense by the arithmetical average of two ra
tios, as follows:

a. The ratio of the amount of total gross allocable in-
come derived from rent of immovable or corporeal mov
able property and from construction, repair, or other similar
services to total gross income derived from all sources.

b. The ratio of the amount of direct cost incurred in the
production of total gross allocable income derived from
rent of immovable or corporeal movable property and from
construction, repair, or other similar services to total di-
rect cost incurred in the production of gross income from
all sources.

10. Overhead expense attributable to Louisiana gross a
locable income derived from rent of immovable or corpo-
real movable property and from construction, repair, or
other similar services shall be deducted from such incom
for the purposes of determining Louisiana net allocable
income or loss from such items of income. The amount

overhead expense attributable to such income shall be d
termined by multiplying overhead expense attributed to totg

gross allocable income derived from rent of immovable of

corporeal movable property and from construction, repair,
or other similar services by the arithmetical average of twa

1%

= 7T

L

Of
e_

ratios, as follows:

a. The ratio of the amount of Louisiana gross allocable
income derived from rent of immovable or corporeal mov-
able property and from construction, repair, or other simi-
lar services to total gross allocable income from such
sources.

b. The ratio of the amount of direct cost incurred in the
production of Louisiana gross allocable income derived
from rent of immovable or corporeal movable property and
from construction, repair, or other similar services to total
direct cost incurred in the production of such income.

11. Special Rules

a. When a corporation has a Louisiana commercial do-
micile and directly owns 50 percent or more of the voting
stock of another corporation, the stock shall be included in
Louisiana allocable assets in calculating the amount of in-
terest expense attributable to investments which produce
or which are held for the production of Louisiana allocable
income, except stock owned in a corporation exempt from
Louisiana corporation income tax. The stock shall be at-
tributed to Louisiana allocable assets on the basis of the
respective amounts of income earned within Louisiana to
the income earned everywhere of the controlled corpora-
tion.

b. When a corporation has a Louisiana commercial do-
micile and advances interest bearing funds to a corpora-
tion of which it directly owns 50 percent or more of the
voting stock, the receivable shall be included in Louisiana
allocable assets in calculating the amount of interest ex-
pense attributable to investments which produce or which
are held for the production of Louisiana allocable income.
The receivable shall be attributed to Louisiana allocable
assets on the same basis as the income from which the re-
ceivable is attributed to Louisiana. For the purpose of this
Subparagraph, real and tangible personal property includes
all such property of the controlled corporation whether or
not the property is idle or productive and regardless of the
type of income which it produces.
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c. Accounts or notes receivable resulting from advance

on non-interest bearing funds from one corporation to ant

other corporation are deemed to be assets producing ¢
held for the production of allocable income for the pur-
pose of determining the amount of interest expense app
cable to investments which produce or which are held fg
the production of allocable income from sources within an
without Louisiana.

d. When a corporation has a Louisiana commercial do
micile, accounts or notes receivable resulting from advance
of non-interest bearing funds from one corporation to an
other corporation shall not be included in the numerato
of the interest expense allocation formula for the purpos
of §1130.B.4, except when the secretary, in order to clear
reflect Louisiana apportionable and allocable net income
imputes interest income on such receivables.

e. For the purpose of 8§1130.B.11.a and b, direct owne

ship of 50 percent or more of the voting stock of a corporg
tion constitutes control of that corporation.

f.  The secretary is authorized to adjust the allocation o
interest expense and/or overhead expense applicable

investments which produce or which are held for the pro
duction of allocable income within and without Louisiana
if he determines that such adjustment is necessary in ord
to clearly reflect apportionable and allocable net income

AUTHORITY NOTE: Promulgated in accordance with R.S,

47:287.93.

HISTORICAL NOTE: Promulgated by the Department o
Revenue and Taxation, Income Tax Section, LR 14:1(
(February 1988).

R.S. 47:287.94. Computation of net
apportionable income from Louisiana
sources

Note: Act 690, enacted by the Louisiana Legisla-
ture during the 1993 Regular Session, was ruled
unconstitutional inDow Hydrocarbons & Re-
sources vJohn Neely Kennedyt al., 694 So.2d
215 (La. 5/20/97). In that decision, the Louisiana
Supreme Court declared the act to be void “ab ini-
tio” as if it had never been made into law. There-
fore, R.S. 47:287.92-95, as reflected in this
booklet, is the law as it existed prior to Act 690,
with amendments enacted through the 1997 Regu-
lar Legislative Session that are unaffected by the
Court’s ruling.
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R.S. 47:287.94(D)

A. Total net apportionable income. Total net
apportionable income or loss is computed by subtracting
the following from gross apportionable income:

(1) All expenses, losses, and other deductions defined in
R.S. 47:287.63 as allowable deductions which are directly
attributable to gross apportionable income.

(2) A ratable portion of such allowable deductions which
are not directly attributable to any item or class of gross
income.

B. Apportionment to Louisiana. Net apportionable in-
come or loss is computed by multiplying the total net
apportionable income or loss by the Louisiana apportion-
ment percent determined in accordance with the provisions
of R.S. 47:287.95.

C. Separate accounting of apportionable incomeln

lieu of the apportionment as provided in this Section, a tax-
payer may apply to the secretary for permission to com-
pute the net apportionable income derived from sources in
this state by means of the separate accounting method. The
secretary shall grant such permission if the taxpaye